ABSTRACT
trade could help increase national welfare (Krugman and Obstfeld, 2009 ).
Pakistan and China are both members of World Trade Organization (WTO) and in accordance with Article XXIV of General Agreement on Tariffs and Trade (GATT), WTO members are allowed to enter into bilateral or regional agreements provided they cover a large amount bilateral trade flows and they do not have net trade diversion effect. Both the nations have dissimilar economic structures and constricted accordingly. It is hard to say that if their specialization in goods is based on the theory of comparative advantage where countries tend to specialize in those individual segments of production where they have comparative advantage. China's exports to Pakistan are more diversified and bigger in volume. Pakistan's export of product mix is very limited; around 70% of its exports consist of cotton yarn (Shabir and Kazmi, 2007) .
Like other nations, Pakistan is also altering its direction of policies towards growing efforts to grasp gains from trade through plurilateral and bilateral agreements. Bilateral relations seek mutually advantageous arrangements with the goal of reducing tariffs and eliminating non-tariff barriers (NTBs). The Islamic Republic of Pakistan and the People's Republic of China have adored long-lasting and friendly ties-regardless of their ideological differences, evident in their very names (Muhammad et al., 2015) . Table 1 demonstrates the recent trade agreements of Pakistan and China with other trading nations in the world especially immediate neighbors. climb to $60 billion instead of US$ 30 billion in last year. Imagine the jobs that will be shaped directly or indirectly as an outcome of expansion in the invention and production of exportable items. Alternatively, imports brings into the country the transfer of technology entrenched in imported goods and services and hoist the country's production opportunity frontier. Hence, it follows that augmented trade is in the superior economic interest of the country.
METHODOLOGY
The purpose of our study is to examine observations from 2003-2015, which has been carried out using before- information due to the reliability, consistency and transparency of its data and records. The results and discussion part contains the SWOT analysis in detail for Pakistan China Free Trade Agreement (PCFTA).
THE BUMPY ROAD TOWORDS LIBERALIZATION (PCFTA)
The road of free trade between Pakistan and China was filed with tariff obstacles thrown up by both countries. China has obtained substantial advantage after signing the free trade agreements (Qi et al., 2014) . China has established win-win relationships in its targeted market by providing common benefits to its counterparts. Figure 1 shows a graph with healthy profitable trade for China due to rapidly increase in exports to Pakistan but a negative balance for Pakistan. This is the alarming situation for Pakistani stake holders and Government to discuss with
Chinese officials for reducing the tariff at maximum level. Furthermore, China managed to exports along 57 percent of his product lines in which it had preference under FTA, conversely utilization was a mere 5 percent beside lines in which Pakistan had managed to negotiate concessions. The FTA between China and South Korea will officially come into force starting 20 December 2015. Under the deal, both countries will eliminate tariff on more than 90 percent of highly traded goods within 20 years after the implementation (Hua Xia, 2015) . That is what Pakistan seeks from
China, an elimination of tariff should be on highly traded goods not at the limited goods.
REVEALED COMPARATIVE ADVATAGE (RCA)
The Balassa (1965) Generally, if the importing nation lowers import barriers, it is predictable that home country's exports boost to the importing nation. Since FTA lessens China's import barriers, Pakistan's exports to China are projected to enhance. Particularly, the exports of the products with RCA>1 are probable to increase quicker than exports of other products after FTA, since Pakistan has comparative advantage in those sectors. If the exports of these sectors with RCA>1 indeed increase more rapidly than those of other sectors after FTA, then it illustrates that the Pakistan-China trade model goes as expected by the belief of comparative advantage. Otherwise, we imagine that there are some impediments preventing the bilateral trade to follow the principle of comparative advantage (Muhammad and Qi, 2015) . Another possibility is that cultural differences allow nations to exploit comparative advantage, thereby raising trade (Cyrus, 2012) .
RESULTS AND DISCUSSIONS

SWOT Analysis of PCFTA
SWOT means strengths, weaknesses, opportunities and threats. We utilize SWOT analysis to explain the trade agreement between Pakistan and China. Figure 3 shows all aspects of SWOT and also demonstrates the internal or domestic market effects and external effects of PCFTA. 
Strengths
The strength of the FTA from Pakistan's perspective lies in the growth of the overall exports to China that have shown considerable progress since the enforcement year, a fact that cannot be discounted. Performance of exports along each concession category has been consistent, even though one can contest that the value of exports are not significant as compared to imports from China or even Pakistan's exports to the world. lower tariff from Pakistan for China's value-added products has meant that local producers could import machinery at reasonable prices and managed to retain and even increase production in some cases. The strength of the FTA relies upon the opportunities it deems to provide in the future for Pakistan and the doors it has opened for trade which Pakistan could potentially avail given that it diversifies its production composition and increases its capacity while China provides it competitive tariff concessions via further trade negotiations.
Weaknesses
Given the difference in sizes of the two economies, their growth in world trade, the enormous gap in the level of Pakistan specializes in and exports as shown in the RCA analysis of this study.
We have seen that while exports to China grew overall, significant growth was witnessed in exports of products that lay outside the framework of the FTA. This appears to defeat the purpose of a free trade agreement where many products were deceptively added into tariff concession lists but had no potential in trade to utilize these concessions.
In fact, many top exports to China overall belonged to the no concession protected list of China or were outside the compete in China's extremely aggressive market even in products that Pakistan trades in worldwide.
Additionally, multiple reasons such as high tariff concessions and therefore flexible per unit pricing, product availability, ease of access and greater customs relief have made local producers lose to Chinese products in their own market.
Opportunities
China recently has made commitments to invest US$46 billion in Pakistan. The China Pakistan Economic
Corridor (CPEC) contains many development deals, which are equivalent to approximately 20 per cent of Pakistan's annual GDP (Andrew, 2015) . This will be China's prevalent foreign direct investment deal to invest in Pakistan.
Altogether, the economic corridor project endeavors to contribute some 17,000 megawatts of electricity production at a cost of approximately $34 billion. The rest of the wealth will be spent on transport, infrastructure, together with upgrading the railway line linking the port megacity of Karachi and the northwest city of Peshawar (Saeed, 2015) .
China took over the operational control of a strategic deep water seaport of Pakistan that will prove to be a crucial economic hub for Beijing and a key military outpost. The port located in a former fishing village of Gwadar in the province of Baluchistan was funded by China with about US$ 2 billion but was a commercial failure since it opened in 2007. Now signed over to China, it will be run by a Chinese company for 40 years. This evidently provides a trade corridor between the two countries to further boost Pakistan and China relations. In fact, this provides Pakistan a strategic timing to renegotiate the FTA on mutually beneficial terms. Additionally, with both countries embarking on new government terms, a deeper emphasis would be placed upon trade and improving global economic ties, especially for Pakistan.
Speaking from Pakistan's exports perspective, renegotiations should be made along the FTA whereby the agreement should bring in products that have been highlighted in this study which were given no concession or not included in the agreement at all but showed immense potential of trade. Additionally, preferential treatments, not just concessions in tariffs are needed for these products. The potential exports for Pakistan are estimated to be more than US$ 10 billion in current the year. Several of the products that compose of Pakistan's top exports to the world are largely imported by China from the world but many of these do not get access into China's markets. Such products are also included as they need to be brought into the framework of the FTA while removing redundant products that have no hope in trade. Additionally, RCA analysis provides a list of products along which Pakistan has comparative advantage over China especially in textile sector.
According to the Pakistan Economic Survey 2012, products such as urea (fertilizers HS 31) have local production facilities but remained underutilized in absence of fuel due to large volumes were imported. Similarly, production have decreased for iron and steel (HS 71, 72, 73 ) and rubber products both of which were imported from China. Products that have sufficient production capacity include those in textile, wood, paper and board were also imported. Surgical and medical instruments which are export products have underutilized capacity in addition to many textile products like knitwear, readymade garments and towels. Installing efficient machinery and equipment and providing a source of uninterrupted power are two major steps that must be taken immediately. Funds should be injected in focused areas to induce expansion in the mid and long term. Increased capacity will automatically serve as a driving force to a more favorable trade terms and tariff concessions.
Threats
China trades in a variety of products ranging from raw to semi to finished products providing high tech machinery and electrical products, while also specializing in raw materials such as yarn, iron and steel, organic chemicals, fertilizers, plastics and rubber. While creating market for itself in Pakistan, China does not provide any significant preferential treatment to Pakistan even in products that it is importing from the world in large volumes (leather raw material, textile products, cotton, chemicals and copper articles etc). The tariff concessions granted to Pakistan are in fact inconsequential. The export performance and its ratio with China's imports from the world are warning signs to Pakistan and its future trade relations with China. Though China and Pakistan claim friendly social, political and economic ties, it is evident that without competitive tariffs, Pakistan will further lose market into China in the future despite allegiances to the contrary. Moreover, if Pakistan does not diversify its exports, its performance with China will eventually become stagnant. This coupled with further revenue losses due to soaring tariff concessions of high potential import products from both nations would have little to inject back into the economy or increase production capacity, this being one of the few sources of revenue for the country.
Trade imbalance is already a cause for concern with China because of the growing imports that may even be adversely affecting the local producer. In the past few years, as many as 10 cases of anti dumping have been filed by local producers against Chinese products to the National Tariff Commission and subsequently anti-dumping duties as high as 71% have been levied upon them. Lax protection of underdeveloped industries from rampant Chinese exports is one of the threats of high tariff concessions and increasing injury to local industries.
RECOMMENDATION AND CONCLUSION
In today's age, approximately all advance nations are focusing on trade in manufacturing goods and have specified its strategic importance. Governments have been censoriously analyzing and performing investigations for designing valuable policies for each sector. Unlike developed nations, developing nations have been in shape of ignorance and have not specified due value. Pakistan is no different from other developing countries. Scanty attention and assistance is given to the fabricators of manufacturing goods. This demonstrates government's lack of support in terms of regulations, legislation, institutional prop up and accession to loans or funding, etc. underneath these circumstances, policy and strategy framework and also guidelines be able to help in assisting and supporting the manufacturing merchandise commodities trade industries for their growth and developments. Ironically, Pakistan's trade and industrial policies are conspicuously silent regarding manufacturing goods producing industries and their exports (Saba and Zafar, 2014) .
Before-After analysis reveals that the trade patterns have improved generally (Pakistan exports as well as imports from China have increased) but the trade deficit of Pakistan has also increased; the RCA analysis shows that there is a difference in goods traded by both countries in world markets and bilaterally except the top ranked products. The positive and statistically significant China's GDP could have positive influence on Pakistan's exports to China because the bigger China's GDP, the greater China's imports from Pakistan and the bigger its capacity to absorb imports. On the other hand, Pakistan's GDP does not have much influence on its exports to China. Therefore in present conditions it is Pakistan which benefits more from the bilateral trade because Pakistan's exports to China are positively correlated with China's GDP, which is growing faster than Pakistan's GDP.
